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SOME PRECEDENTS FOLLOWED BY ALEXAN- 
DER HAMILTON. 

The system of finance established under Alexander 
Hamilton's administration of the Treasury of the United 
States has been represented as a slavish imitation of the 
English system or as an astonishing piece of original in- 
vention, according to the political leanings of the critic. 
In the following pages, the present writer proposes to 
consider the apparent origin of some parts of Hamilton's 
work, and incidentally to observe the light which is thus 
thrown upon these conflicting allegations of imitation and 
originality. 

It is worth while to remark at the start that, under the 
early practice of our government, the Secretary of the 
Treasury occupied a position more nearly like that of an 
English Chancellor of the Exchequer than the present 
spirit of Congress would allow. The arrangements for 
securing his responsibility * were defective ; but the re- 
sponsibility itself, not only for administration, but for 
guiding the course of legislation, was recognized. The 
early communications of the Secretary to Congress often 
presented something like a budget, with a statement of 
the measures necessary for its working, and any new 
proposition became a government measure. The method 
began almost from the first to show its incompatibility 
with the thorough separation of legislative and executive 

* Madison stated the nature of the responsibility as follows: " There will 
be responsibility in point of reputation, at least a responsibility to the public 
opinion with respect to his abilities ; and supposing there is no personal respon- 
sibility, yet we know that men of talents and ability take as much care for the 
preservation of their reputation as any other species of property of which they 
are possessed." Annals of Congress, June 25, 1789. 
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functions aimed at in many of our arrangements; but, 
nevertheless, it made the financial system with which the 
government set out substantially Hamilton's system, as 
Congress expected and intended. 

The purpose of Congress to throw upon the Secretary 
the burden of shaping the financial course of the govern- 
ment appears in the first steps taken on the subject of 
public credit. The act establishing the Treasury Depart- 
ment became a law on the 2d of September, 1789; and 
the nomination of Hamilton as Secretary went to the 
Senate on the 11th.* The demand for action "for the 
revival of public credit and the advancement of the na- 
tional honor " had already been brought before the House 
by the petition of public creditors living in Pennsyl- 
vania ; f and their petition, on the day when the Treasury 
bill became a law, was referred to a committee, consisting 
of Madison, Vining, and Boudinot. This committee con- 
tented itself with recommending a mere declaratory reso- 
lution that provision for the national creditors was neces- 
sary, and that the subject should be considered at the 
next session. When this report came before the House, 
however, on the 21st of September, a resolution was added 
and adopted, directing the Secretary of the Treasury to 
prepare a plan and report it to the House " at its next 
meeting." That this addition was made as the result of 
some consultation and settled policy is made probable by 
the adoption at the same time of a new resolution, direct- 
ing the Secretary to apply to the executives of the several 
States for statements of their public debts and the amount 
of securities of the United States held by them, and to 

* As early as May 27, Madison thought that, when the department should 
he established, the Secretary would he Jay or Hamilton, and that " the latter 
is, perhaps, hest qualified for that species of husiness " ; and June 30 he wrote 
that "Hamilton is mo3t talked of." Letters and Writings of Madison, i. 472, 484. 

t See Annals of Congress, August 28, 1789. The majority of these peti- 
tioners joined the next year in a remonstrance against the funding act. 
American State Papers, Finance, i. 76. 
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report the information to the House at the next session, 
plainly contemplating the possible assumption of State 
debts as a part of the plan of finance to be prepared. 
Without entering upon this vexed subject, however, it is 
enough now to point out the specific demand thus made 
upon Hamilton for a comprehensive scheme, just ten days 
after his appointment as Secretary. This was the contem- 
poraneous interpretation of the clause in the Treasury act, 
which declares it to be " the duty of the Secretary of the 
Treasury to digest and prepare plans for the improvement 
and management of the revenue and for the support of the 
public credit." 

When Hamilton, in accordance with this resolution, 
took up the problem of creating public credit, with all 
that such creation implied, he was barely thirty-two years 
old. He cannot be said to have had any special training 
for finance. He had been a reader on economic and finan- 
cial subjects, had been an interested observer of finan- 
cial measures, had taken some share in financial discussion, 
and had undergone the rapid educational process to which 
practical politics always subject the statesman. In his 
case, with his marked natural capacity and his good equip- 
ment of learning, this process had no doubt carried him 
far ; but his experience had never reached the actual man- 
agement of affairs on a large scale, as scales were meas- 
ured in those days, nor the shaping of important financial 
legislation. He took up his problem, then, as a public 
man often must, relying upon his general training, ob- 
servation, and judgment to lead him to a safe conclu- 
sion. It appears certain that he relied upon no adviser 
better versed than himself in practical affairs. He appears 
to have made a few inquiries of a general kind, not sug- 
gestive of his own purposes ; * but there is a strong prob- 
ability that his own mind was made up early as to some 

*For example, see his letter to Madison, October 12, 1789, in Hamilton's 
Life of Alexander Hamilton, iv. GO. 
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leading features of his scheme, and that the friends finally- 
taken into his confidence were not invited to share the 
responsibility of devising and deciding.* 

It is a strong proof of the sobriety of Hamilton's judg- 
ment that, in determining his course under these circum- 
stances, he sought for the most part to adapt to his pur- 
pose methods and agencies which had been tested by 
experience ; for that is the great characteristic of his Re- 
ports on Public Credit and on a National Bank. There 
is little of the effort to invent or to work out theo- 
ries leading to some novel expedient, by which an ambi- 
tious man so often seeks to exhibit his originality of de- 
vice and improve his chance for fame. On the contrary, 
Hamilton seldom shows a disposition to go beyond the 
range of already tried expedients, except when required 
to do so by the conditions of his task. His fondness for 
disquisition perhaps, in a measure, justifies Mr. Adams's 
reference to his published documents as "essays which, 
under the name of reports, instilled much sound knowl- 
edge, besides some that was not so sound, into the minds 
of legislature and people."! He had moreover great 
fertility in ingenious intricacies and fondness for them, 
as was shown in several of his later and subordinate finan- 
cial propositions. But, in laying down Ins general plan 
for a financial system, he appears to have held his natural 
tendency in check for the most part, and to have acted 
with a consciousness that the matter in hand was too 
grave and its relations too comprehensive to allow him 
to travel freely beyond the line of tried and known ex- 
pedients. 

* It is to be noticed that Woleott, although in the Treasury, writes to his 
father November 3, 1780, " What arrangements are in contemplation with 
respect to the public debt, I have not been able to learn" ; and as late as 
January 10, 1790, when Hamilton's plan was waiting- to be presented to the 
House, Woleott seems not to have been well informed as to the rate of interest 
to be proposed. Gibbs, Administrations of Washington and Adams, i. 23, 35. 

t Henry Adams, Life of Albert Gallatin, 268. 
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And this explains his steady reliance upon the results 
of English experience. At that day, the statesman who 
looked for example to guide him in finance could hardly 
find it anywhere except in English or Dutch methods. 
Prance, after a long course of folly, had declared her bank- 
ruptcy in the year in which Hamilton's administration 
began. Spain could give no lessons except in the squan- 
dering of great opportunities and resources. Russia and 
Austria were both struggling with inconvertible paper and 
financial discredit and distress. The smaller states of 
Germany and Italy neither had important results to show 
nor were much known. And, of the two most familiar and 
most instructive cases, there can be no doubt that the 
experience of Holland was in most respects less likely to 
be applicable to the conditions of the United States than 
that of England. Unless then the financial organizer were 
resolved to disregard the lessons to be learned from for- 
eign finance, he must of necessity draw those lessons 
chiefly from English practice. What Hamilton's favorite 
study would have been if France had been financially as 
fortunate as England, we need not inquire. France had 
not been thus fortunate, and even an Anglophobist could 
have looked in but one direction under the circumstances. 

The features of Hamilton's scheme which we may advan- 
tageously compare therefore with the English precedents 
are his scheme for funding the debt in order to determine 
and moderate its immediate burden, his plan for a sinking 
fund, and the charter of the first Bank of the United 
States. These measures stand together, as those by which 
the public obligations were to be defined and met, and 
national and private interests were to be united for mut- 
ual support. The assumption of the State debts and 
the settlement of accounts with the several States also 
held an important place in the system, but the considera- 
tions involved were so special that these measures do not 
fall within the range of our inquiry. The system of credit 
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also rested upon the hope of a sufficient provision of reve- 
nue ; but this Hamilton sought wherever he could find it, 
and under such limitations in the choice of his measures 
as made their origin a matter of little significance. 

Taking up first in order the plan for funding the domes- 
tic debt, proposed by Hamilton in the Report on Public 
Credit of January 9, 1790, we have the measure which was 
declared to be devised for the purpose of mystifying the 
public and establishing a perpetual debt in imitation of 
what was understood to be the English policy. Premising 
that the Secretary assumed as probable that the interest 
of money in the United States " will, in five years, fall to 
five per cent., and in twenty to four," he proposed to fund 
the heterogeneous mass of securities and claims, which 
made up the domestic debt, as follows : — 

First. — That for every hundred dollars subscribed, payable in the 
debt (as well interest as principal), the subscriber be entitled, at his 
option, either 

[1] To have two-thirds funded at an annuity or yearly interest of 
six per cent., redeemable at the pleasure of the government by pay- 
ment of the principal, and to receive the other third in lands in the 
Western Territory, at the rate of twenty cents per acre ; or, 

[2] To have the whole sum funded at an annuity or yearly inter- 
est of four per cent., irredeemable by any payment exceeding five 
dollars per annum, on account both of principal and interest, and to 
receive, as a compensation for the reduction of interest, fifteen dol- 
lars and eighty cents, payable in lands, as in the preceding case; or, 

[3] To have sixty-six dollars and two-thirds of a dollar funded 
immediately at an annuity or yearly interest of six per cent., irre- 
deemable by any payment exceeding four dollars and two-thirds of a 
dollar per annum, on account both of principal and interest, and to 
have, at the end of ten years, twenty-six dollars and eighty-eight 
cents funded at the like interest and rate of redemption; or, 

[i] To have an annuity, for the remainder of life, upon the con- 
tingency of living to a given age, not less distant than ten years, 
computing interest at four per cent. ; or, 

[5] To have an annuity for the remainder of life, upon the contin- 
gency of the survivorship of the younger of two persons, computing 
interest in this case also at four per cent. 
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In addition to the foregoing loan, payable wholly in the debt, the 
Secretary would propose that one should be opened for ten millions 
of dollars on the following plan : 

[6] That, for every hundred dollars subscribed, payable one-half 
in specie and the other half in debt (as well principal as interest), the 
subscriber be entitled to an annuity or yearly interest of five per 
cent., irredeemable by any payment exceeding six dollars per annum, 
on account both of principal and interest.* 

No doubt the appearance of great complication is given 
to this scheme by the ingenious arrangement for leaving 
to the creditor his choice between several methods of 
funding, equivalent in value, but having different attrac- 
tions for the investor. With a domestic money market 
as yet untried and with public credit still to be created, 
it may well have appeared dangerous to Hamilton at the 
end of 1789 to stake his success upon the possible popu- 
larity of any single form of investment. Still there can 
be no doubt that Congress judged wisely in rejecting this 
part of his scheme and in adopting a method of funding 
based on his third proposition.! The bolder course of 
proposing uniform terms of exchange to all the creditors 
proved to be free from the risk which Hamilton sought 
to avoid, the form of securities adopted proved to be sat- 
isfactory to investors, and the number of classes of new 
securities to be created was somewhat reduced. The 
proposition as given above remains a striking instance of 
Hamilton's chief foible as a financier, — his fondness for 
ingenious and nicely calculated expedients, sometimes 
admirable as mathematical tours de force, but elaborated 
beyond the real needs of the occasion. 

Taking the first three of Hamilton's propositions, there 
is little in them to remind us strongly of the English 
precedents, except the use which is made of variety in 
the terms of redemption. The English legislation had 
already made the three per cent, consols and the reduced 

* American State Papers, Finance, i. 20, t Senate Journal, July 16, 1790. 
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three per cents, redeemable at par upon a year's notice. 
The four per cents, had been made irredeemable for ten 
years, and the fives for thirty. As a refinement upon this 
variation in time, Hamilton fixed a limit to the rate of 
redemption, guaranteeing the creditor against payment 
except by small instalments, instead of securing him 
against payment for a definite time. This limit upon 
redemption Hamilton used to increase the weight of his 
offers, as English financiers had used the limit of years ; 
and Congress adopted it for the first and last time in the 
Funding Act of 1790,* when they gave the creditor, (1) for 
his principal two-thirds in six per cents, bearing present 
interest, and one-third in sixes not bearing interest until 
1801, neither series being redeemable except by payments 
limited to eight per cent, for principal and interest in any 
one year, and (2) for his interest three per cents, redeem- 
able at pleasure. 

Whether Hamilton adopted from any quarter, or indeed 
maintained at all, a policy of permanent public debt, is a 
question which it is convenient to postpone for the pres- 
ent. So far as the terms of redemption proposed by him 
bear upon this point, however, it may be said here that his 
first proposition was for a security perpetual in the sense 
in which the larger part of the English funded debt was 
perpetual, having no fixed time for maturity, but redeem- 
able whenever the government might find redemption con- 
venient, — temporary or perpetual therefore according to 
the financial strength of the debtor. Of the securities 
redeemable at a limited rate, described in his second and 
third propositions, his four per cents, had the longest life 
secured to them; and these, if redeemed by a series of 
annual payments of five per cent, for principal and interest, 
would last for forty-one years from the beginning of the 
series, calculating the interest at four per cent, for the 
whole period. 

* Act of August 4, 1790, Statutes at Large, i. 138. 
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When we come, however, to Hamilton's fourth and fifth 
propositions, we have plainly an expedient drawn from the 
life annuity system, which the English government had 
used as a method of borrowing at intervals from the time 
of William III. and which the Dutch government had 
practised still earlier. Here, again, Congress acted wisely 
in avoiding a plan better adapted to the habits and wants 
of an old community than to those of a country just 
emerging from colonial and frontier life ; and the proposi- 
tion stands as an additional proof of the tentative charac- 
ter of Hamilton's early propositions and the difficulty 
which he found in fixing his judgment as to the nature 
and demands of the coming money market, on which the 
fate of his effort to establish public credit must depend. 

The least creditable of Hamilton's propositions is that 
in which, " as an auxiliary expedient," he proposed a loan 
on the plan of a tontine, with the right of survivorship 
among those entitled to the annual payments : — 

To consist of six classes, composed respectively of persons of the 
following ages : 

First class, of those of 20 years and under. 

Second class, of those above 20, and not exceeding 30. 

Third class, of those above 30, and not exceeding 40. 

Fourth class, of those above 40, and not exceeding 50. 

Fifth class, of those above 50, and not exceeding 60. 

Sixth class, of those above 60. 

Each share to be two hundred dollars ; the number of shares in 
each class to be indefinite. Persons to be at liberty to subscribe on 
their own lives, or on those of others nominated by them. 

The annuity upon a share in the first class, to be $8.40 

Upon a share in the second, 8.65 

Upon a share in the third, 9.00 

Upon a share in the fourth, 9.65 

Upon a share in the fifth, 10.70 

Upon a share in the sixth, 12.80 

The annuities of those who die to be equally divided among the 
survivors, until four-fifths shall be dead, when the principle of sur- 



SOME PRECEDENTS FOLLOWED BT HAMILTON 41 

vivorship shall cease, and each annuitant thenceforth enjoy his divi- 
dend as a several annuity during the life upon which it shall depend.* 

No action was taken by Congress upon this ill-advised 
scheme; but it is important to observe that its details 
appear to have been adjusted upon the plan of the English 
tontine of 1789, which had been brought out by Mr. Pitt 
a few months before the date of Hamilton's report, f The 
classification of subscribers is the same in the two, differ- 
ing from either of the other English tontines and from the 
Irish and French as well.J In short, it appears that, in 
his uncertainty as to the kind of investments which would 
prove acceptable in the United States, Hamilton here 
grasped at the freshest expedient brought to hirn by his 
foreign advices, committing himself to a proposition which 
shows little of the business-like calculation found in most 
of his recommendations to Congress. 

It was, no doubt, a common belief among Hamilton's 
opponents that, in shaping these propositions, he had 
devised a scheme which threatened the country with a 
perpetual debt. This, it was charged, was the natural 
result of a weak deference to English precedent and of 
political theories of English origin, which looked to the 
strengthening of the central government by all possible 
influences, whether pure or mercenary.§ That the con- 

* State Papers, Finance, i. 21. 

t On June 10, 1789. See Parliamentary History, xxviii. 161. 

J The English tontine of 1789 was under the act of 29 George III., e. 41. 
A payment appears to have been made to one survivor in the fiscal year 1887-88, 
according to Finance Accounts (in Pari. Doc, 1888), p. 42. 

The annuities proposed by Hamilton were somewhat higher for classes four, 
five, and six than those in the English scheme. This change was probably made 
because the terms of the English tontine were found not to be sufficiently 
attractive, so that the subscription was not filled. See for this and other 
English and Irish tontines Report on Public Income and Expenditure (Pari. 
Doc, 1869), ii. 571 ; for the French cases, Leroy-Beaulieu, Science des Fi- 
nances, ii. 288 [1st ed.]. 

§ Jefferson, in his letter to Washington, September 9, 1792, says that Ham- 
ilton " wishes it [the debt] never to be paid, but always to be a thing where- 
with to corrupt and manage the legislature." Jefferson's Works, iii. 464. 
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centration of debt and of revenue under federal author- 
ity would give instant support to the general policy of 
Hamilton and his party there was no pretence of deny- 
ing, and it was perhaps natural that the opposition should 
believe that a debt which was used to strengthen the gov- 
ernment at the outset would be treated as one of its perma- 
nent buttresses. The magnitude of the funding operation 
tended to confirm this idea. That Hamilton's opponents 
had no definite counter-proposition * appears to have been 
due in great measure to the belief sometimes expressed, 
and sometimes tacitly operative, that the debt weighing 
upon the general and State governments together was too 
great to be dealt with. To fund the debts of the Confed- 
eration at their face, without any attempt at scaling them 
down, and to assume a great mass of debts incurred by 
the States for the common defence, was to bind a formid- 
able burden upon a government which was then collecting 
an independent revenue for the first time.f What chance 
of ultimate redemption can there be, to what else than a 
permanent and probably increasing national debt can such 
a scheme be expected to lead? was the anxious inquiry of 
men whom we have no right to charge with mere political 
hostility to Hamilton or with indifference to the national 

And twenty-five years later, writing the introduction to his "Anas," he says 
in a famous passage that Hamilton's financial system "had two objects : 1st, 
as a puzzle, to exclude popular understanding and inquiry ; 2nd, as a machine 
for the corruption of the legislature." Ibid., ix. 91. 

*As an example of the suggestions made hy individuals may be cited 
Maclay's advice, to establish a revenue sufficient "to discharge a reasonable 
interest, proportionate to the market price of the public debt, until the whole 
is extinguished by the western sales." Debates in the First Senate, p. 250. 
Maclay's idea of "a reasonable interest" appears, from p. 171, to have been 
three per cent. 

t Gallatin, in his Sketch of the Finances (1796), treats the ability of the gov- 
ernment to carry this weight as something still to be proved. The objections 
to the assumption of State debts, he says, rest chiefly on the increase of the 
general debt and the difficulty of commanding all the resources of the country. 
" Give the Union that command, prove that its ability of paying the principal 
of the debt is not impaired by having assumed the State debts, and the meas- 
ure will stand almost justified." Writings of Gallatin, iii. 165. 
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honor. A few years settled all such questions. The 
changed relations of the whole commercial world brought 
such an increase of national wealth as no man could have 
foreseen in 1790 ; and, by the irony of fate, it was Hamil- 
ton's opponents who reaped the benefit. 

Hamilton's answer to all such apprehensions and the 
effective justification of his policy are to be found in his 
habitually sanguine estimate of what might be expected 
from the growth of the country. In 1781, he wrote to 
Morris that, if the United States should succeed in the 
war, their population would double in thirty years, and 
they would be out of debt in twenty.* In his Report on 
Public Credit, lie thought that no country would be able 
to borrow from foreigners upon better terms than the 
United States, "because none can perhaps afford so good 
security." f He made his calculations, as we have seen, on 
an early fall in the rate of interest to be paid by the govern- 
ment. And he wished to hasten the rise of the national 
securities which he foresaw, in order that, if they should 
pass into the hands of foreigners, it might be for full 
value.J His optimism was, after all, the truest wisdom ; 
and it explains and justifies the boldness with which he 
fixed the scale of his funding system. In his view, the 
debt which was to be funded, so far from being a perpet- 
ual burden, would fall easily within the resources of the 
rising nation ; and, as it turned out, a more confident 
policy still might have succeeded. 

The legislation which he advised or procured was 
strictly consistent with this expectation of future growth. 
Threatening as his propositions appeared to his opponents, 
few men would now dispute the statement that he under- 
took to cast the debt in such form as to keep its redemp- 
tion fairly within the control of the government, making 
the securities redeemable either at pleasure or at such 

* Works (Lodge's edition), iii. 124. 

t State Papers, Finance, i. 20. } Ibid., 25. 



44 QUARTERLY JOURNAL OF ECONOMICS 

a rate as might be supposed to correspond to the ability 
of a prosperous country. A quarter of a century ago, the 
promise of a sinking fund of one per cent, per annum 
appeared to Congress and to the public to be sufficient.* 
Less than twenty years ago, a large part of the national 
debt was made irredeemable for thirty years ; and a period 
even longer was favored by men who were under no sus- 
picion of favoring perpetual debt. With a scheme far 
removed then from perpetuity, as judged by recent stand- 
ards, Hamilton undertook also to provide the machinery 
for carrying on systematic redemption even before the re- 
mirn'mW.!'® 'fe -pTEim CO\i\\x\>fe co\m\e^ OTiVtCn 
certainty. So far, then, as the terms of his legislation are 
eowerned, or those of the measures proposed ay him, but 
not accepted hy Congress, the charges made by his oppo- 
nents appear to be without real foundation. 

It must be admitted, however, that Hamilton, when 
urging the funding of the debt, sometimes used language 
which might well expose him to the charge of desiring its 
permanence and the suspicion of aiming at its establish- 
ment on something like the English model. He saw plainly 
that the revival of industry could only be accomplished by 
the aid of a sound mercantile credit, and that for the 
growth of this the establishment and regular operation of 
public credit were necessary. He saw the advantage which 
must accrue to the community when the resources of indi- 
viduals locked up in claims upon the government should 
become mobile, by being converted into negotiable securi- 
ties having a recognized standing in the market. And he 
held the opinion, often expressed since his time, that under 
some conditions a diffused domestic debt may be a bond 
of union. In urging his plans, then, he set forth in strong 
terms these advantages to be gained from the funding 
system. He sometimes fell little short of declaring a 
funded debt to be a real increase of capital, although he 

* The operation of the sinking-fund provision of 1802 is of course much 
slackened by the construction which calls for one per cent., not of the original 
debt, but of the balance remaining unpaid at the beginning of the fiscal year. 
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did in fact make the distinction between an absolute in- 
crease of capital — which, he says, a funded debt is not — 
and a tendency to increase real wealth by increasing 
activity.* In his letter to Morris in 1781, he had declared 
that " a national debt, if it is not excessive, will be to us 
a national blessing. It will be a powerful cement of the 
Union." f And in his Report on Public Credit he uses the 
same expression.^ On this occasion, however, an explana- 
tion follows, which shows us his real thought. " Persuaded 
as the Secretary is that the proper funding of the present 
debt will render it a national blessing, yet he is so far 
from acceding to the position, in the latitude in which it 
is sometimes laid down, that public debts are public bene- 
fits, a position inviting to prodigality and liable to danger- 
ous abuse, that he ardently wishes to see it incorporated, 
as a fundamental maxim, in the system of public credit 
of the United States, that the creation of debt should 
always be accompanied with the means of extinguish- 
ment." This declaration, not standing alone, but repeated 
on other occasions, § places his opinion as to national debts 
on consistent and easily defensible grounds. How far it 
fell in with the English practice of the day can best be 
seen when we consider the measures which Hamilton took 
to secure the regular payment of the debt of the United 
States, as funded by the act of 1790. 

* On this subject, see his Report 'on Manufactures, in State Papers, Finance, 
i. 132. 

t Works (Lodge's edition), iii. 124. 

t State Papers, Finance, i. 24. Jefferson fastened npon this famous phrase, 
and in his letter to Eppes, November 6, 1813, remarks that at "the time we 
were funding our national debts we heard much about ' a public debt being a 
public blessing ' ; that the stock representing it was a creation of active capital 
for the aliment of commerce, manufactures, and agriculture. This paradox 
was well adapted to the minds of believers in dreams, and the gulls of that 
sort entered bona fide into it." Jefferson's Works, vi. 239. 

§ See especially his Report on Public Credit of January, 1795, State Papers, 
Finance, i. 331, 332. 
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Coming, then, to the second of Hamilton's leading meas- 
ures, the establishment of a sinking fund for the national 
debt, we find an expedient unmistakably adopted from the 
English legislation, — so clearly derived from that source, 
in fact, that it would not call for discussion here if the 
meaning of the English precedent had not sometimes been 
lost sight of, and the key to Hamilton's action therefore 
lost. Without doubt, Hamilton in this matter followed 
Mr. Pitt.* What, then, was the scheme of Pitt? This 
question is not to be answered by referring to the English 
sinking fund, such as it became under later legislation 
in the years from which most of the current impressions 
about it date. We must go back to Mr. Pitt's sinking 
fund act of 1786, that being the legislation actually before 
Hamilton when he adopted his policy, and not yet modi- 
fied even by Pitt's act of 1792, when the act of Congress 
of that year gave to our system its more formal organi- 
zation. 

Having a sufficient surplus of revenue in 1786, and, as 
was then believed, the prospect of a long peace, Mr. Pitt 
carried through Parliament an act f appropriating £250,000 
quarterly to be expended in the purchase of government 
securities, and providing that the interest on securities pur- 
chased should also be so expended, all under the direction 
of a board of commissioners of high rank, the accumula- 
tion to continue until such time as the commissioners 
should hold securities yielding a clear income of four mill- 
ions, beyond which point, distant by calculation about 
twenty-eight years, the interest on further purchases 
should be stopped, and its amount made available for 

*A committee, consisting of Hamilton, Madison, and Fitzsimons, re- 
ported to Congress a resolution, December 10, 1782, declaring that any excess 
of funds granted by the States for the support of the debt should be inviolably 
appropriated as a sinking fund for the payment of the principal. Journal 
of Congress, viii. 38. Whether Hamilton was the author of the resolution or 
not, it does not conflict with the above statement of his indebtedness to Pitt. 

1 20 George III., c. 31. 
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the relief of tax-payers. This sinking fund of one mill- 
ion per annum, it is to be observed, was by the terms of 
the act applicable to " the present public debt," of which 
the estimated capital was a little over £ 238,000,000. 
After all, however, Mr. Pitt looked to excess of income 
over expenditure as the means of payment ; and the daz- 
zling results of compound interest, often drawn from Dr. 
Price's popular calculations,* were only significant of the 
rate at which a given surplus might be made to act, 
and not indicative of any new power of extinguishment. 
Forced in 1792 to meet the possibility of extraordinary 
expenditures which might require fresh loans, Mr. Pitt 
carried through an additional act,f providing that every 
future loan should be accompanied by fresh taxation suffi- 
cient to meet its interest and to provide a sinking fund 
of one per cent, per annum for its capital, so that it might 
be extinguished in thirty or forty years,J according to the 
rate at which purchases could be made for that purpose. 
The act of 1792, however, merely carried out the plain 
intent of the act of 1786, that every funded debt should 
have the means provided for the steady extinguishment 
of its principal. The machinery of the acts, the estab- 
lishment of a board of commissioners to apply the income 
of the fund for this purpose and to invest the interest 

* Dr. Price's Appeal to the Public on the Subject of the National Debt was 
published in 1772, and had been followed by other pamphlets on the same 
subject before 1786, when Mr. Pitt accepted his authority. Dr. Price was favor- 
ably known in the United States; for in 1778 Congress invited him to come 
to this country and take charge of the finances. Diplomatic Correspondence of 
the Revolution, hi. 04. And, as by the edition of his Observations on Reversionary 
Payments in 1783 he had thrown new light on the subject of life annuities, it 
is a little singular that Hamilton passes him by in silence, using the old tables 
of Halley for his calculations on annuities. American State Papers, Finance, 
i. 32. 

1 32 George III., e. 55. For a review of Mr. Pitt's legislation on this sub- 
ject, see Mr. Huskisson's speech of March 25, 1813, Hansard's Parliamentary 
Debates, xxv. 287. 

I Ricardo says "under the most unfavorable circumstances in forty-five 
years." Works, 524. 
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earned upon its accumulations, was a device for holding 
Parliament to the policy which it had undertaken ; and 
the high rank of the commissioners was relied upon as a 
protection against legislative tampering. Under all the 
legislation down to 1802,* Mr. Pitt's sinking-fund sys- 
tem, stripped of its formalities, was as nearly as possible 
that which States and corporations not infrequently adopt 
in our own day. It was not illusory in its financial pro- 
visions, nor even in its dependence on the chances of 
war or peace. It did rest, however, upon a complete illu- 
sion as to the possibility of holding Parliament perma- 
nently to the system, — as to the possibility, that is, of 
binding the debtor by a compact made with himself, f 

This political defect of Mr. Pitt's measure was not dis- 
closed, however, during Hamilton's administration. Espe- 
cially in the years 1789-1792, the English exchequer was 
working on a peace footing, and the sinking fund was 
therefore the last new thing in finance and full of prom- 
ise, when Hamilton organized his financial system, and 
adopted, as a fundamental maxim, " that the creation of 
debt should always be accompanied with the means of 
extinguishment." The application of this maxim made 

*42 George III., e. 71. 

t In Ricardo's hard-headed Essay on the Funding System, he declares that 
"it will not . . . admit of a doubt that, if Mr. Pitt's sinking fund, as estab- 
lished in 1792, had been always fairly acted upon, — if, for every loan, in addi- 
tion to the war-taxes, the interest and a one per cent, sinking fund had been 
invariably supplied by annual taxes, — we should have made rapid progress in 
the extinction of debt." Works, 531. But "Mr. Pitt flattered himself most 
strangely. . . . With the knowledge of Parliament which he had, it is surpris- 
ing that he should have relied so firmly on the resistance which the House of 
Commons would offer to any plan of ministers for violating the sinking fund." 
Ibid., 543. In its actual operation under later legislation, Ricardo thought the 
sinking fund had increased debt rather than diminished it, and so concludes 
"that no securities can be given by ministers that the sinking fund shall be 
faithfully devoted to the payment of debt, and without such securities we 
should be much better without such a fund." Ibid., 545. 

For Lord Stanhope's attempt to make the sinking fund a part of a fresh 
contract with the fund-holders, see the debate in the House of Lords, May 22, 
178G. Hansard, xxvi. 17. 
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it essential that with the funding of the debt should be 
joined some plan for finally sinking the principal. In his 
Report on Public Credit, then, Hamilton proposed the 
establishment of a Board of Commissioners, composed, 
like Pitt's, of high officers of state,* in whom should be 
vested the control of a fund, to be applied to the purchase 
or payment of debt, and to continue so vested until the 
whole of the debt should be discharged ; and he also pro- 
posed the contraction of a new loan by the commissioners, 
its proceeds to be applicable chiefly to the payment of 
matured foreign debt and to the purchase of public secu- 
rities below par, it being, in his opinion, an important 
object both to raise the value of the public stock in the 
market and to secure for the government the profits of 
such a reinvestment. Waiving the proposition for a new 
loan and its application, it is clear that Hamilton had in 
mind the establishment of an organized sinking fund. 
The embarrassment was in finding the means for feeding 
it, in the untried resources of the new government. He 
proposed to devote for this purpose the net produce of 
the post-office, to an amount not exceeding one million 
dollars, to be used in purchases, and so to serve as a nucleus 
for a growing fund. Congress, however, besides a general 
appropriation of the proceeds of Western lands for sink- 
ing the existing debts of the United States,! preferred to 
use for this purpose the surplus of revenue which might 
remain at the end of the year 1790, owing its existence 
to the funding of interest on the domestic debt of the 

* Pitt's commissioners, under the act of 1786, were the Speaker of the 
House of Commons, the Chancellor of the Exchequer, the Master of the Rolls, 
the Accountant-General of the Court of Chancery, the Governor and the 
Deputy Governor of the Bank of England. Hamilton proposed as commis- 
sioners the President of the Senate, the Speaker of the House of Representa- 
tives, the Chief Justice, the Secretary of the Treasury, and the Attorney- 
General. Congress, by the act of August 12, 1790, § 2, added the Secretary of 
State, and struck out the Speaker of the House. Statutes at Large, i. 186. 

f Act of August 4, 1790, § 22, Statutes at Large, i. 144. 
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United States to that date.* This appropriation was not 
perfected by any provision for the investment of the inter- 
est accruing on stock purchased by the commissioners, so 
that the act of 1790 for the reduction of the public debt 
went no farther than the mere establishment of a commis- 
sion, not provided with any permanent resource what- 
ever.! Hence the necessity for the recommendations 
made by Hamilton in his report of January 23, 1792, 
when, evidently in pursuance of his original conception, he 
advised that the interest on so much debt as might at any 
time have been purchased or paid by the commissioners 
should itself be appropriated for further payments or pur- 
chases. " It will deserve the consideration of the legis- 
lature," he added, "whether this fund ought not to be 
so vested as to acquire the nature and quality of a pro- 
prietary trust, incapable of being diverted without a vio- 
lation of the principles and sanctions of property." | The 
act which carried out this recommendation as to the 
investment of interest accruing on previous purchases,! 
although it does not use the term " sinking fund," in fact 
created such a fund for the then existing debt of the 
United States, on precisely the model of Pitt's sinking 
fund of 1786 ; || and it must be added that, although the 
act of 1795 and Gallatin's act of 1802 differed from this 
model in form, they both in fact depended for their effi- 
cacy upon the same essential principle, — the compounding 
of interest by the investment of interest accruing on pur- 
chases already made. 

* This surplus is reported, February 1, 1793, to have amounted to $1,374,650. 
State Papers, Finance, i. 219. 

t See act of August 12, 1790, Statutes at Large, i. 186. 

} State Papers, Finance, i. 148. 

§ Act of May 8, 1792, §§ 0, 7, Statutes at Large, i. 282. 

|| The term " sinking fund" does not appear in the legislation until the 
act of March 3, 1795. The commissioners, however, in their journal, appear 
to have called themselves " Commissioners of the Sinking Fund of the United 
States " as early as August, 1791. Stale Papers, Finance, i. 235. 
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We have seen that Pitt in 1786 relied imprudently on 
the good resolutions of future Parliaments. Hamilton, by 
the peculiar form which had been given to a large part 
of the debt of the United States, was enabled to secure 
a much more solid safeguard for the uninterrupted work- 
ing of his sinking fund. The six per cent, debt of the 
United States had been made reimbursable by payments 
not exceeding eight dollars upon a hundred in any one 
year for both principal and interest. The act of 1792 had 
contemplated the redemption of this stock when the whole 
annual income of the sinking fund should have reached 
two per cent, of the whole amount of the stock outstand- 
ing, and had declared the interest accruing on stock held 
in the sinking fund to be " appropriated and pledged 
firmly and inviolably" for this purpose. But, in his elab- 
orate report of January, 1795,* Hamilton, dealing with 
larger revenues and brighter prospects, recommended an 
addition to the income of the sinking fund of so much of 
the proceeds of duties on imports and tonnage and of 
excise as would suffice to begin at once the redemption 
of the six per cents, bearing a present interest; and so 
much of the same revenues as, with the dividends accru- 
ing to the government from the United States Bank, 
would complete the payment for the bank stock and 
enable the redemption of the deferred six per cents, to 
begin in 1802. These recommendations, with others 
strengthening the organization of the sinking fund, were 
adopted by Congress. The appropriation of the revenues 
and resources in question was made permanent " until the 
whole of the present debt of the United States " should 
be reimbursed; "and the faith of the United States is 
hereby pledged that the income or funds aforesaid shall 
inviolably remain, and be appropriated and vested as 
aforesaid, to be applied to the said reimbursement and 

* State Papers, Finance, i. 320. 
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redemption in manner aforesaid until the same shall be 
fully and completely effected." * Under these provisions, 
the redemption of the six per cent, stock began from Jan- 
uary 1, 1795, by a series of payments fixed at eight per 
cent, per annum for principal and interest ; and the stock 
was thus converted from an ordinary six per cent, of in- 
definite duration "into an annuity of eight per cent, per 
annum for a period of somewhat less than twenty-four 
years." Hamilton, in proposing this devotion of revenue 
to the redemption of debt, had intended to make the 
arrangement a contract with creditors, not to be violated. 
" The intent is to secure, by all the sanctions of which the 
subject is susceptible, an inviolable application of the 
fund, according to its destination. No expedients more 
powerful can be devised for this purpose than to clothe 
it with the character of private property and to engage 
absolutely the faith of the government by making the 
application of it to the object a part of the contract with 
the creditors." f Wolcott, Hamilton's successor, in his 
communication to the House, January 26, 1796, \ observed 
that, "as the injunctions of the law upon the commis- 
sioners of the sinking fund are unconditional, and as per- 
manent funds have been vested and appropriated, it is 
conceived that a successive reimbursement annually of the 
debt before mentioned has become an irrevocable stipula- 
tion with the creditors." Gallatin also recognized a pledge 
of the public faith in this action ; and the change made in 
the sinking-fund legislation by his advice in 1802 § care- 
fully saved all rights of creditors under previous acts, and 

* Act of March 3, 1795, § 9, Statutes at Large, i. 435. 

t State Papers, Finance, i. 332. A little farther on is a plain allusion to 
the diversion of the English sinking fund from its purpose prior to the act of 
1786. 

tlbid., 381. 

§ Act of April 29, 1802, Statutes at Large, ii. 167. See especially §§ 3, 7. 
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he and his successors therefore continued, in war as well 
as in peace, the reimbursement undertaken in 1795.* 

The idea, then, which Hamilton had in common with 
Pitt, and of which Pitt's action was the practical illustra- 
tion, was to couple with every debt the means for its 
extinguishment,! to be applied to that purpose, whatever 
the condition of the Treasury otherwise. This could not 
prevent debt from accumulating, if expenditure was ex- 
cessive ; but it insured the good credit of the loans to 
which the plan was applied, and the system, if adhered to, 
tended to keep constantly before the legislature the neces- 
sity of having a stated revenue above ordinary expenses. 
The application of this idea to an existing debt Hamilton 
was able to provide for more effectively than Pitt, owing 
to the peculiar form given to the obligations of the United 
States ; but in neither case did it prove to be possible to 
guarantee sufficient provision for such fresh expenditure 
or debt as the legislative will might insist upon. Less 
than justice has usually been done to the common sense 
of both of these great statesmen. There is nothing to 
show that either of them in adopting his system had any 
delusion as to the impossibility of paying debt without 
money, or any notion that compound interest could be 
made to supply the place of an adequate revenue or even 
to conceal its absence. Pitt, at the time when Hamilton 
took him as his example, had a surplus ; and Hamilton 

*For the rate at which stated payments of eight per cent, per annum ex- 
tinguished the capital as well as defrayed the interest, see the table given by 
Woleott, State Papers, Finance, i. 405 ; compare also the act of April 28, 1796, 
§ 1. Inspection of the table shows the application of the compound interest. 
Obviously, Gallatin's system of devoting a fixed sum for interest and redemp- 
tion of principal together, thus increasing the payment of principal as the sum 
required for interest diminished, was an application of the same method to the 
whole debt instead of a particular part thereof. 

t Hamilton's Report on Public Credit of 1795 gives in a foot-note a signifi- 
cant reference to this provision of the English act of 1792. See State Papers, 
Finance, i. 331. 
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hoped for one, and upon good grounds. Apply this sur- 
plus effectively to present debt, and then contract no more 
without at the same time making provision from new 
sources for its interest and ultimate payment, — this was 
the system on which both proceeded. In the one case, 
the system was swamped by the gigantic wars of the 
French Revolution ; in the other, it was made useless 
by the astonishing growth of national revenue ; but in 
neither case, under the conditions and for the purposes of 
the time, was it the pure folly which it is often represented 
to have been. 

The third point in Hamilton's financial system which 
we have to consider here is the establishment of a Bank 
of the United States. This measure was referred to by 
Hamilton in his Report on Public Credit as a part of 
his scheme not then fully matured, and was presented 
in form in December, 1790, under a resolution of the 
House adopted in the previous August, calling upon 
the Secretary to report " such further provisions as may, 
in his opinion, be necessary for establishing the public 
credit." In stating the advantages to be gained from a 
bank, he dwelt especially on the influence of a bank in 
quickening and virtually increasing the productive capi- 
tal of the country and its utility as a financial agency 
of the government. It was then not far from eleven 
years since the probable date of his draft of a letter to 
Morris * urging the establishment of a Bank of the 

*The draft of a letter to Morris, Hamilton's Works (Lodge's edition), 
iii. 61, is inserted in the earlier edition of the Works, i. 116, as if written be- 
tween December, 1770, and March 17, 1780. A few important blanks are left 
in it to be filled later, and the manuscript is said to be otherwise defective. 
It seems not to have been referred to in subsequent correspondence between 
Hamilton and Morris, and may then perhaps be the draft of an intended 
letter, never sent, but interesting as showing the state of Hamilton's opinions 
on the subject when he was twenty-three years old. If sent, the letter was 
intended to be anonymous, as appears from its last paragraph. 
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United States by the Confederation, and not far from ten 
years since his letters to Duane, Sears, and again to Mor- 
ris, discussing and enforcing a similar proposition. The 
claim of priority in the conception of a national bank, 
which has been rested on these letters, is hardly a valua- 
ble one. The letters were written at the moment when 
the continental paper had become practically worthless, 
and Congress was at its wits' end. The schemes pro- 
posed by Hamilton were perhaps no wilder than were 
offered by others, but he would have been slow in 1790 
to recognize their affinity with the maturely deliberated 
proposition of that year. It is enough to say that the 
second and more carefully elaborated of the letters to 
Morris * proposes a bank, the stock of which, to the ex- 
tent of at least one-third, might be paid for in landed 
security, the notes of 20s. and upwards to bear inter- 
est, and the places of redemption to be in the interior, 
making " applications for payment of bank-notes less con- 
venient." f Among the advantages of the scheme, besides 
the loans to be made to Congress, was the familiar attrac- 
tion of all land-bank schemes, that proprietors could have 
the use of their land and also the use of a cash representa- 
tive of its valued 

The earlier schemes, however, mark the length of time 
for which Hamilton's mind had been busied with the idea 
of securing financial relief from a great banking institution 
of some sort; § and his letters show his interest in the work- 

* April 30, 1781, Hamilton's Works (Lodge's edition), iii. 82. 

t Ibid., p. 118. % Ibid., p. 107. 

§The constitution of the Bank of New York, adopted March 15, 1784, 
given by Domett, History of the Bank of New York, p. 11, was written by Ham- 
ilton, but contains little except the formal provisions necessary for determin- 
ing the duties and responsibilities of officers, rights of stockholders, and other 
details incident to the organization of a moneyed institution. The act of 
incorporation (Ibid., p. 122), passed March 21, 1791, contains, however, a series 
of provisions relating to the banking powers of the corporation, which follow 
closely even the phraseology of the act passed by Congress a month before, 
establishing the Bank of the United States. 
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ing of the great European banks. Of these there was but 
one which could be an available model. The French Caisse 
d'Escompte was embarrassed by its close connection with 
the government, hardly tried to conceal the real inconverti- 
bility of its paper, and was fast approaching ruin. The 
Bank of Amsterdam, still in good credit, was organized 
upon a plan adapted only for an opulent community, rich 
in specie, and indifferent to the use of bank credit in its 
usual forms. There remained the Bank of England, a suc- 
cessful institution, strengthening private enterprise, aiding 
the government,* and regulating currency upon a sound 
basis. Without presenting this formally as an example,! 
he shaped his own proposition according to the lines of 
the Bank of England, with the changes which the circum- 
stances of the United States required. 

The primary question as to the connection of the gov- 
ernment with the proposed bank is argued and settled by 
Hamilton in his report in accordance with the English 
precedent and directly against the other European cases. 
He concludes in favor of an institution in private hands 
and under private direction, and to be influenced as little 
as possible by public necessity. " The keen, steady, and, 
as it were, magnetic sense of their own interest as proprie- 
tors, in the direction of a bank, pointing invariably to its 
true pole, the prosperity of the institution, is the only 
security that can always be relied upon for a careful and 
prudent administration." No profit to be gained by the 
State from banking could in his mind be set against this 
advantage. The State might be an owner of stock, 

* In 1781, Hamilton, writing to Morris, and referring to the Bank of Eng- 
land, says, " 'Tis by this alone she [England] now menaces onr independence." 
Works (Lodge's edition), iii. 101. 

t The Bank of England is not mentioned in the Report on a National Bank, 
except in a passage near the beginning, where Hamilton says that public banks 
have sneeessively obtained in Italy, Germany, Holland, England, and France, 
as well as in the United States. The omission appears to be studied. 
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though not of a principal part of it, and ought to exercise 
a supervision for the good of the community; but he 
admitted no real departure from the theory of the Bank 
of England as an essentially private establishment em- 
ployed as a public agent. This independence of the exec- 
utive he secured by forbidding loans of serious amount 
for the use of the government, unless specially author- 
ized by law, as was done by the Bank of England charter 
until the passage of Mr. Pitt's act in 1793.* As for the 
holding of public securities as an investment of the capi- 
tal of the bank, Hamilton was establishing his bank in 
the presence of a debt already contracted, instead of using 
it as a means of borrowing, as the Bank of England had 
been used. It was enough for his purpose, then, to allow 
three-fourths of the stock to be paid for by transfer of 
public securities, these to be held until the needs of the 
bank might require their sale. 

It has been remarked already that for Hamilton's pur- 
poses a bank was needed of a different kind from the 
Bank of Amsterdam. A bank of discount, deposit, and 
issue was required for the transaction of general business, 
public and private. In the summary of his plan given in 
his report, Hamilton makes a brief statement as to the 
powers of the proposed bank as follows : — 

VII. The company may sell or demise its lands and tenements, 
or may sell the whole or any part of the public debt, -whereof its 
stock shall consist, but shall trade in nothing except bills of exchange, 
gold and silver bullion, or in the sale of goods pledged for money 
lent, nor shall take more than at the rate of six per centum per 
annum upon its loans or discounts. 

The bill offered in the Senate was drawn by Hamilton 
and, with few changes, became a law, and we there find 
this important provision amplified in terms which may 

*33 George III., c. 32. See McLeod, Theory and Practice of Banking, 
i. 445. 
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fairly be set side by side with a similar provision in the 
Bank of England Act of 1694. 



[Act of February 25, 1791.] 
The said corporation may sell 
any part of the public debt whereof 
its stock shall be composed, but 
shall not be at liberty to purchase 
any public debt whatsoever ; nor 
shall directly or indirectly deal 
or trade in anything, except bills 
of exchange, gold or silver bullion, 
or in the sale of goods really and 
truly pledged for money lent and 
not redeemed in due time ; or of 
goods which shall be the produce 
of its lands. Neither shall the 
said corporation take more than 
at the rate of six per centum per 
annum, for or upon its loans or 
discounts. 



[Act of 5 Will, and Mary, c. 20.] 
§ xxvii. [That the corporation 
shall not deal in Goods, Wares, 
or Merchandise.] § xxviii. Pro- 
vided, That nothing herein con- 
tained shall in any ways be con- 
strued to hinder the said Cor- 
poration from dealing in Bills of 
Exchange, or in buying or sell- 
ing Bullion, Gold or Silver, or 
in selling any Goods, Wares, or 
Merchandise whatsoever, which 
shall really and bona fide be left 
or deposited with the said Cor- 
poration for Money lent and ad- 
vanced thereon, and which shall 
not be redeemed at the Time 
agreed on, or within three Months 
after, or from selling such Goods 
as shall or may be the Produce of 
Lands purchased by the said Cor- 
poration. 

Other passages also might be cited to show that the 
framer of the act incorporating the Bank of the United 
States had the English acts open before him ; but, after all, 
the important fact is that in both there was the same pur- 
pose of establishing a private company with general bank- 
ing powers, to co-operate with the Treasury. The limits 
and safeguards thrown around the use of these powers 
were few in both cases, with differences mainly to be 
accounted for by differing conditions. In each, the re- 
demption of notes in specie was required ; and the amount 
of the issue was limited in the charter of the Bank of 
England by forbidding debts in excess of the capital, and 
in the charter of the Bank of the United States by for- 
bidding the debts exclusive of deposits to exceed the 
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capital. The prohibition of investment in real estate 
was inserted by Hamilton,* and with good reason, con- 
sidering the condition of the United States at that date. 

Closing here the present examination of Hamilton's 
system, it must be added, in order to avoid misconception, 
that it is in the grouping of these measures so as to make 
a consistent scheme for the accomplishment of a definite 
purpose that we find Hamilton's best title to rank as a 
great financial statesman. <He had the insight and cheer- 
ful resolution which enabled him to see and draw out 
the still latent strength of the new country, the knowl- 
edge of the world necessary for bringing together the 
best of tried expedients, and the breadth of conception 
required for shaping a system which should make growth 
rapid and burdens lighter, by the creation of public and 
private credit. No statesman could have a greater task 
set for him, and political science can hardly have in store 
any greater triumph than this application of the experi- 
ence of other men and other nations. Details may be 
criticised, and yet as a whole his measures meet the real 
test of financial soundness, representing in their great 
features the best that could be done under the conditions 
then existing. And in this as in other parts of our polit- 
ical system his impress was lasting. " The results, legis- 
lative and administrative," says the biographer of his 
greatest successor, "were stupendous and can never be 
repeated. A government is organized once for all, and 
until that of the United States fairly goes to pieces no 
man can do more than alter or improve the work ac- 
complished by Hamilton and his party." 

Chablbs F. Dtjnbab. 



* Hamilton's letter to Church, March 10, 1784, condemns Chancellor Liv- 
ingston's scheme of a land ba.nk and shows that Hamilton had then outgrown 
the ideas expressed in his letter to Morris in 1781. See Hamilton's Works 
(J. C. Hamilton's edition), i. 414. 



